UNI TED STATES HOUSE OF REPRESENTATI VES

COMW TTEE ON GOVERNVENT REFORM

ENRON ALL- EMPLOYEE MEETI NG

JULY 13, 1999

Tape No. 832



[ TRANSCRI PT PREPARED FROM A TAPE RECCRDI NG ]

Thistranscript isthe original transcript from Miller Reporting,
except for the following clarifications and corrections made by the
minority staff of the Committee on Government Reform: (1)
pagination was added; (2) speaker identities were added where

omitted or incorrectly identified; (3) misspellings of employee and
project names were corrected; and (4) miscellaneous errors were
corrected. Any corrections of omissions, misspellings, or errors are
designated in bold type.




KENNETH LAY, JEFFREY SKILLI NG AND JCE SUTTON

July 13, 1999

MR. LAY: Good afternoon, and obviously a little
bit of interest in this today. You' d think mybe we've
made sone changes around the conpany or sonething, but
delighted that you did cone over, and we are going to try to
nove rather quickly today, not nore than usual, but a couple
of changes or a couple of things | want to nention here at
t he outset.

W will, of course, have Q%A when we finish this
presentation, which we are going to try to get through
fairly quickly. You have cards, | think, on your seats,
chairs there that you can wite in other questions. W have
had a | ot of questions already submitted, and we are today
going to also try to go back to what we did many years ago
or a few years ago, and that is give you a chance to stand
up and ask the questions from-fromyour |ocation.

We do have sone mkes that will be going up and
down the aisles, but you' ve got to be thinking about any
guestions you m ght have as we go through the presentations.

And, of course, today, we get to figure out or see

if Joe Sutton is any good at answering these questions, too.



[ Laught er. ]

MR. LAY: And | think Jeff has to leave a little
early to neet a schedule in New York tonight. So he's going
to be bailing out on us alittle early, and that wll| just
gi ve Joe that nmuch nore opportunity.

But let's get intothis. First, let's talk a
little bit about the second quarter performance. O course,
obvi ously, our stock has been doing very well, about 50
percent thus far this year after a really strong performnce
| ast year and really a strong performance for the |ast
decade. As you can see, 50 percent versus about 15 percent
for the S&P 500 and about 20 percent for our peer group.

Second quarter financial performance was very
strong, very strong, and we are not going to go into a | ot
of detail on that because you will be readi ng about that,
hopefully, in the paper, in the press release and so forth,
but overall, as you can see, all of the whol esal e groups and
retail groups did extrenely well.

E&P or EOG, primarily that was a wite-off of an
of fshore property or depreciation, but offshore property.

Qur pipelines in Portland CGeneral, of course,
continue to provide good earnings and cash flow, and then,

of course, you can see just really strong growh in EBIT, of



t he whol esal e energy operation conservatives, which we are
putting comuni cati ons now al so, and we will talk nore about
that in the presentation

Qur retail energy group, doing very well, and, of
course, in total, our earnings per share were up 29 percent
year to year. Net incone is up even stronger, but, of
course, we have issued nore shares over the | ast year

This is a good slide to kind of just show you the
growh in the conpany. Revenue up 47 percent from about 6.5
billion to 9--a little over 9.5 billion quarter to quarter.
W are on a run rate right now of about 10 billion a
quarter, of course. W wll probably end up the year
somewhere in the md-40 billions, 45-, $46 billion of
revenue.

Net income, up 53 percent from 145 mllion to 222
mllion, and, of course, earnings per share up 29 percent,
as | said, from42 cents to 54 percent. Now, with all of
that, we are only down about a $1.50 today. That's probably
very good we didn't have a weak second quarter, but, of
course, we have had a big run-up over the last--not a big
run-up, a nodest run-up. But we have had a fairly good
i ncrease in our stock price over the |ast week or two, and |

think, as quite often happens with the facts out, they've



got to sell off alittle bit, but we wll get that back.

And again, strong growh in the underlying
operations. Physical volumes, again, up about 40 percent.
That is about 33.7 billion cubic feet equivalent to kind of
put that in ternms that many of us in this audience are a
little nore confortable with than the BBT, billions of BBT
use.

And, of course, retail energy services, 1.7
billion of new contracts this quarter, 3.4 for the first
half. So, really, for the first half of this year, al nost
as nmuch as we had all of |ast year, and sone really big
contracts that | ook Iike they'|Il probably conme through in
the second half of this year, so should be able to exceed
their $8-billion target. And again, heading toward a fourth
quarter of earnings positive fromthe retail business and,
of course, hopefully big growh there next year in earnings.

Again, if we kind of go down the different
busi nesses, expiration production, strong increase in
production, up about 6 percent on a worl dw de basis, up over
40 percent in India. So Indiais really kicking in with big
gr owt h.

Transportation distribution. Again, Northern

Natural settled a rate case that was a very significant



event during the quarter, settled it on good terns, setting
us up for the rest of the--really for the next 3 years or so
probabl y.

Phase five, expansion, Florida Gas. O course,
just a few nonths ago, we announced our phase four
expansi on, which is about a 350-m|lion expansion in
Fl ori da.

We now have just recently announced a phase five,
whi ch i s another $250-nillion expansion there as that market
continues to use a lot nore gas, particularly for power
gener ati on.

The whol esal e busi ness, of course, we tal ked about
t he physical volune is up al nost 40 percent, but, indeed, we
had growth in every commopdity in every region in the second
quarter, which, again, shows you the broad-based nature of
t he expansi on.

3,500 negawatts of powerplants. Basically seven
power pl ants canme into operation during the seven--second
quarter, including 1,300 negawatts of power that was
fast-tracked | ast year after the June problens wth
electricity, and they cane on streamthis June, and we think
faster than anybody else in the country could have done

that, but also sone big plants cane on this quarter, like



India, like Turkey. So we are seeing lots of those
projects, been underway for a long tine now, generating
positive cash fl ow and earni ngs.

The nerchant investnent portfolio, very active,
very profitable, and, of course, our new communi cations
busi ness, which you will hear a little nore about, but it is
now firmy established, not only firmy established, but
firmy established as a core business of Enron. And as you
are going to see in the organization in a little bit, that
is all part of the reorganizati on and how we are going to
run the conpany in the future.

Enron energy services. Again, very |arge
outsourcing contracts. They just recently announced an
out sourcing contract with Swiza [ph], the big dairy
supplier, dairy product supplier, our largest to date
nati onw de covering nmultiple plants and, again, show ng the
capacity that we have that nobody el se has.

They are well on track, as | said, for positive
EBIT in the fourth quarter and exceeding their $8 billion.
They have over $20-billion backlog of contracts that are far
advanced. Forty percent of those, that nunber, that $20
billion--40 percent of those contracts are contracts that

will exceed a billion dollars each, and nost of themare



total outsource contracts.

And, of course, announced today, our 2-for-1 stock
split which has been a question fromthis group at a nunber
of previous neetings. So | amsure the question today wl|l
be "Well, when are you going to split it again?"

| am now going to call on Jeff to come up and talk
about corporate strategy.

MR. SKILLING Thank you, sir. Thanks, Ken

| will go through corporate strategy and sone
i nformati on on business unit strategies, and then I am goi ng
to turn it over to Joe to tal k about the organi zati on.

| know you all are interested in the
reorgani zation that has just occurred and probably wonderi ng
why we've done it, and particularly after Ken describes the
success of the conpany. There is nothing broken in the
conpany. So why are we trying to fix sonething?

And | think we all have a tendency--1 know I
do--kind of like driving by looking in the rear-view nmrror.
That is a pretty dangerous thing to do. So what we woul d
like to dois, with all of the good news that we have had
for the quarter, we would like to flip now to tal king about
what' s happeni ng i n advance, the kinds of things that are

going on in the nmarketplace and why we think it's inportant



for us to make sone changes today to nmake sure that we are
wel | positioned in the future.

And to do that, I amgoing to tal k sone about
corporate strategy and what we are trying to acconplish,
where we think the conpany can go, because it's a great
story and a trenendous opportunity for the future, and then
tal k some about business unit strategies, what's going on in
each of the businesses and how we would like themto
capitalize on the opportunities that we sees in the
mar ket pl ace t oday.

So let me start first with | ooking out in the
future and what we're seeing. | think it's fair to say that
right now, we are going through a major transformation in
t he econony, and this is happening around the world. And
we've, | think, traditionally thought of ourselves as purely
an energy conpany, and | think we are becom ng nore and nore
convi nced that we have to think nore broadly than just an
energy conpany because these changes are very, very
fundanmental to how conpani es operate.

And you' ve heard a lot about it. You' ve heard a
| ot about the Internet and about new conputing technol ogy
and how that is |likely to change busi nesses. Unfortunately,

I think we are convinced that it will change our
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busi ness--not unfortunately. Actually, it's a trenmendous
opportunity for us.

And | et me give you sone of the thinking that is
going into that, so you can understand why we are getting a
real sense of urgency about this because | think there is a
once-in-a-lifetine opportunity given Enron's current
position and what's happening in the nmarketplace for Enron
toreally junp, to have a significant increase in our
performance for the future, and that is what we are really
trying to acconplish right now.

This new econony is different, and the nodel that
we're seeing--and we are starting to see this evidenced in a
nunber of our businesses around the world, but this new
econony is different on a real fundanental basis.

We are seeing that successful conpanies are
i ncreasi ngly know edge- based busi nesses, and this is
starting to show up in the nunbers in kind of an unusual
way.

When | went through coll ege and t ook economi cs,
one of the first laws they taught us was the | aw of
di m nishing returns, that as you keep doi ng sonet hing over
tinme, it's worth less and | ess as you continue doing it.

VWhat we are seeing in sone of these new businesses
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that are using conputer and conmuni cations technology is
that there are, in fact, increasing returns. A good exanple
of that is Mcrosoft. Wen they come out with a new
software package in Mcrosoft, the first disk costs a couple
billion dollars. The second one costs nothing. It's a
di fferent econom c paradi gmthan what we are used to seeing,
what we have seen in acid-intensive [asset-intensive] and
peopl e-i ntensi ve busi nesses historically, and so we are
starting to see businesses where there are increasing
increnmental rates of return.

This is very inportant because, if we can see
t hose ki nds of econom cs, then growh becones critical,
because if we can continue to grow, we can knock down or
ki ck down our cost structure so that we inprove our
conpetitive position, so we can grow faster and so on and so
forth.

We are seeing this kind of effect in many network
busi nesses around the world, and we are beconi ng
I ncreasingly convinced that in North Anerica, Europe, South
America, and India, our businesses are starting to |ook Iike
net wor k busi nesses. It costs a |lot of noney to put in place
the contracts and the physical assets and the people to get

a network established, but once you have it in place, that
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cost is sunk, and every increnental unit of business that we
can push through the network brings high rates of return to
t he conpany which allows us to growin the future.

These networ k- based econom cs appear to be
occurring in our network businesses around the conpany, and
we think this is a big opportunity for the future.

As we | ook at that, a couple of things are
critical; first, technology. W need to increase the
technol ogi cal conmponent of what we do. Mich of what we do
in North American and Europe particularly on the trading
side is very anenable to the application of new technol ogy,
and we need to significantly increase the anmount of
technol ogy that we have enpl oyed in that business.

| nnovation. W obviously have always had a very
strong point of view about innovation. It's likely to
becone nore inportant in the future than it has been in the
past .

Last, but not |east--and this is where this sense
of urgency comes from-in many of these businesses, you are
starting to see a w nner-take-all outcone.

There was a very interesting article in The Wall
Street Journal a couple of weeks ago that tal ked about Cold

Medal i sts, and in many of these newworld busi nesses or
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new econony busi nesses, the Silver Medal w nner doesn't do
very well, that all the returns go to the Gold Medal wi nner
If that's true in these kinds of businesses, we want the
Gold Medal. We don't want the Silver Medal. So we've got a
period of tinme that we have to grow t he business, capture
mar ket share, take advantage of these economcs, so that we
can continue to grow in the future and build our business in
the future.

You are starting to see this showng up. This is
an interesting chart, and | think it just kind of hints at
it. And I won't spend a lot of tinme on it, but this chart
shows rates of return in industry, and it shows themin 1966
as return on equity and in 1998. And what they tell ne--and
| haven't actually gone back and proven this, but what they
tell me is that Chart 1996--1966 is the kind of chart you
woul d have seen for the |last 50 years, you know, nice,
snoot h, bell-shaped curve. Rates of return are high or | ow,
but there's an average, and it's a nice bell-shaped curve.

But in the |ast couple of years, we have seen a
new tail on the distribution where you are starting to see
some conpani es using these new econom cs, using conputers,
using the Internet, using comunications to significantly

increase rates of return in their businesses, and it is this
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little tail that has been driving stock market performance
of nost conpanies, driving nost of the stock indices for the
| ast coupl e of years.

If you are in that tail, you sell for a very, very
hi gh mul ti pl e because it neans you are grow ng qui ckly and
your increnental capital requirenents to grow are pretty
low. If that's true, that's where we want to be as a
conpany | onger term

W are seeing it inside of Enron. W are
| everagi ng our existing asset base into know edge- based
busi nesses with high returns. W have devel oped t hese
networks. We are applying skills across all of these
networ ks, and there are new devel opi ng networks that we are
seeing in other parts of the world that give us new options
for the future. So we see these econom cs, and we think
increasingly we are going to have to operate based on these
econom Ccs.

Just to give you a sense of this, we are already
seeing it across the financial performance of our conpani es.
If you split our businesses into two chunks, you split them
I nto busi nesses that have sone of these network econom cs
and sone businesses that provide platforns for our network

busi nesses, |ike EOG Gas Pipeline Goup, Portland General
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and Zurichs [ph], these network businesses tend to be
relatively |ow capital intensity, high-growth businesses.
The ot her businesses tend to be higher capital intensity,

but we need themto create the platfornms for growh in these
net wor kK busi nesses.

But if you split the conpany into those two
categories just for a nonment and you | ook at the rates of
return and growth rates and those two categories over the
| ast decade inside of Enron, this is the picture that you
see.

In terms of revenues, those network businesses now
conpri se about 90 percent of the revenues, and that has been
growi ng at, believe it or not, a 30-percent conpounded
growh rate, annual growth rate over the |ast decade, and if
you | ook at the rate of return, our profitability of those
busi nesses, they have grown at a 40-percent conpound annua
gromh rate for the |ast decade. Those are big, big
nunbers. Those are Internet kinds of nunbers, very, very
signi ficant nunbers.

And we think that that's a real opportunity for
Enron noving forward. So, in terns of strategy and the
thing that really is, | think, underpinning the

or gani zati onal changes that we are going to talk to in just
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a nonment, the follow ng things.

First of all, we believe that the comunications
busi ness absolutely fits this nodel, and the |onger that we
are exposed to our communi cations busi ness, the nore
convinced we are that there is enornous, enornous upside
opportunity in that business, and we are addi ng
conmuni cations as a core business of Enron. It will becone
an inmportant growth vehicle, an inportant platformfor our
growh in the future.

And | don't knowif we will change the tag |ine,
but natural gas, electricity, and comrunications is really
the way we are going to be thinking about it, noving forward
in tinme.

In all of those businesses that | mentioned, we
are going to encourage the devel opnent of these network
econom cs. W are going to be spending nore tine and effort
and noney on technology. W are going to be inproving and
i ncreasing the service content of what we are providing
because it tends to provide higher rates of return and
i nvol ves innovation, and we are going to extend our market
reach.

We are going to grow the business, grow our narket

share, grow the markets that we are operating within
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Overall, we believe that that should lead to
accelerated gromh rate in the network businesses, and the
reducti on on average of capital enployed in our
non- net wor ked busi nesses. That doesn't nmean we will be
deploying less, but in terns of the relative mx, if we are
growi ng our revenues, growi ng our incone on the network
busi nesses at an extrenely high rate, our average capital
enpl oyed in the business will be dropping, and that is very
positively viewed by our investors as they see our growth
and they value that growth in the future in our stock price.
So those are the conclusions that we cane to.

And | want to give you just a sense for what this
opportunity mght ook like and how it is going to inpact us
in the future by talking for just a few m nutes about
busi ness unit strategy and talk just for a second about how
these different networks operate.

Just in thinking about how we articulate this and
how we tal k about it outside, each of these networks
i nvol ves a couple of things. First of all, as we have seen
in all of the businesses we have created in Enron, we start
wi th physical assets. W start with pipelines. W start
with powerplants. W start with the physical hard assets

that give us a participation in the business.
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We | ayer on top of that, contract access across
ot her people's physical assets so that we can begin
provi ding services directly to custoners using our own
assets and using other people's assets.

And then we have tended to create a market - maki ng
capability, so that we can nake sure that when our custoners
want sonet hing, we have a network in ternms of physica
assets and contract access, we have a physical network, and
then we can source the | owest-cost conponents of the service
that our customer wants. And we do that by maki ng markets,
and that's what's happening on the 30th floor, the 31st
floor in the Enron Building and at other places around the
wor | d.

Once you have got that network in place, you have
an enornously flexible ability to deliver a service and a
product to a custoner across an entire continent, and then
fromthere, you start building applications. And in all of
our businesses, we are comng up with a range of
appl i cations that take advantage of that network to provide
uni que services at |l ow cost to our custoners. So that's
kind of the thought process.

And | will just walk you through North America as

an exanple of that, just to hopefully nake it a little nore
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real .

"1l start first with the physical assets of North
America. You can see the pipeline networks of GPG
power pl ants that we own and are under devel opnent, storage
facilities, intrastate pipelines. That's the underlying
back bone of our network in North America, the physica
assets.

We | ayer on top of that a range of contracts that
gi ve us access to other people's assets, other people's
storage fields, other people's pipelines, other people's
power pl ants, so that we suppl enment or conpl enent our assets,
so that we get a broader reach, a broader capability to
delivery to our custoners.

And then we | ayer on top of that market - maki ng,
where we have becone a mmj or player in buying and selling
under | yi ng conponents of the services and products that we
are selling in the marketpl ace.

You have seen this set of slides before a |ot of
times, but it's just a consistent story. W' ve created
t hrough physical assets, contract access, and market - naki ng.
We have created a very flexible network that allows us to
delivery [deliver] natural gas and electricity in many, many

different forns all across the continent on very, very short
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notice. That's the begi nnings.

And then fromthere, you add on a range of
appl i cations, and the applications range from physica
delivery contracts to price-risk nmanagenent contracts,
settl ement services, peaking and storage services,
commodi t y- denom nat ed finance, which was our origina
fi nance service offerings, the operation of utility
facilities.

We are doing pollution credits and fuel packages
to tie those together, and there is just a whol e range of
things that you can provide to the custoners. And that's
what we provide, and we can provide it faster, higher
guality, nore reliable, and | ower cost than our conpetitors
because we have that sort of a network in place.

Now, once you have that network in place, every
i ncremental unit of business that we can push across that
network has high rates of return for the conpany, and that's
where growh cones in. So that's the way it works in North
Anmerica, and we've got the growth

If we could just hang onto our market share in
North America, this is what the outlook is. This chart
shows the total non-regul ated energy market and how qui ckly

it is growing, and you see growmh fromtwo things.
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One, the overall energy market is grow ng, but,
nore inmportant, we are seeing that market transition from
the old regulated structures to non-regul ated structures.
You add those two factors together, we have a huge grow ng
market in front of us. W've got a great network in place,
and now the nane of the gane is to grow that, buy new
products and services that we can shove through the network
to increase our rates of return, increase our growmh rates
and the futures, a very, very positive opportunity for us.

And so far, we've acted or executed on it great.
The physical volune is way up. The financial volune is way
up.

In terns of market share and position in the
mar kets, we are by far the largest player in these nmarkets,
whi ch positions us extrenely well for the future. So
that's--that's a way of thinking about it and what we woul d
like to see in the future across all of the conpany.

W al so are seeing that, as tine goes on, we need
nore sophi sticated product and service offerings that draw
on many skills fromall across Enron, and this is a rea
busy chart and I won't force you to go through it because it
probably is too hard to see fromthe back of the room but

t hese peaker plants that we built as a part of our strategy
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in North Anmerica drew on people and capabilities from al
over our conpany.

As Ken said, we got this stuff up in less than a
year. There is no other organization in the world that has
acconpl i shed what we acconplished, getting those peaker
plants in place and operating in the Mdwestern United
States over the |ast year, but it took a |lot of people, a
| ot of skills fromall over Enron to cone together to nake
t hat happen.

This is the nodel of the future. W need to
create one Enron where we can get these capabilities from
all over the conpany together to provide a distinctive
product or service to our custoner. So that is really the
nodel .

We have got | ots of opportunity all around the
world. In Europe, we are in the process of developing this
network that would be simlar to sonething that we have in
North Anmerica. This is what the picture | ooks |ike today.

Sorry for that noise

This is what the picture looks like today in
Europe. Gowh rates are even better. |f we can establish
the network there--this is what the narket |ooks like in

Europe. Basically, the U K and Scandi navia have been open
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now for a nunber of years. As of February 18th of this
year, the continental markets opened up as well. So you see
a big junp in the potential market that occurs in 1999 and
conti nued very strong growth in that market. This is an
enor nous market, and we are way ahead of the conpetition
right now in Europe, which gives us a trenendous opportunity
for the future, as this market grows.

| will give you a sense for how we are doing in
this market. This shows volunme growth first quarter or--I1'm
sorry--second quarter of '99 versus second quarter of 1998,
118- percent increase in volume, nunber of transactions up
131 percent. O particular interest is the blue portion of
the bar on the right, the two bars on the right. W get
1,650 transactions, natural gas and electricity, on the
conti nent of Europe in the second quarter of 1999, 1, 650.
That conpares to 15 | ast year, so 100-fold increase in
activity. It just gives you a sense for how quickly that
mar ket is opening up. W are really, really well positioned
in this marketpl ace.

In the U K, where we have been for a long tine,
we are the second-| argest gas marketer, and we are the
| argest power marketer. | think it's possible we will be

nunber one in both of those before the end of this year.
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Scandi navia, we are the |argest power marketer.

Conti nental Europe, we are the only non-European
participant in gas or power at this point on the continent,
and we are by far the biggest. W may be 10 tinmes as big as
the next biggest player in the continental markets as they
open up, so a trenmendous opportunity for us in the future.

Sout h America, a phenonenal position in South
Anerica that has been devel oped over the | ast several years,
and this is what the gromh rates |ook like there. Are you
starting to get the picture? G eat networks, enornous
growth potential in these marketpl aces.

The retail business, putting together the network
to deliver services inretail, this is what that market
| ooks like. This is the total electricity open to
conpetition as States deregul ate based on current regul ation
and legislation in place in the States in the United States.
There is sonme projection of additional opening of sone of
the States, but that is the kind of growh rate that we see
in the retail markets.

Now, let ne tal k about comrunications for just a
second. This is the network we are putting in place. This
will be the picture at the end of the year 2000 where we

have 60 points of presence conbi ned by our fiber network,
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which for all intents and purposes is currently in place.
This is what that market | ooks like in ternms of growmh. So
this is growth in global high-bandw dth market by a nunber
of participants, a nunber of users. This is--this is
enornous grow h for the future.

And we are capitalizing on that capability today,
nunber of cities served, installed points of presence, and
the nunber of custonmers that we can directly access through
desktops. | like these kind of charts.

But overall, that's the challenge for us. | think
we believe that there is an enornous opportunity ahead of us
as a conpany, and we could probably just rest, given the
success we have had over the | ast couple of years, but I
think the opportunity is so significant and the opportunity
time frane is so narrow that we have to nove very quickly to
make sone things happen, and the chall enges we sought was
how do we take the resource base, which are the people
sitting in this room and deploy it against this
opportunity.

And that neant that we had to start breaking down
sone silos within the conpany, had to nake it nore possible
for people to nove around different areas of the conpany to

participate in the growh of the different areas of the
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conpany. And we had to get the placed energized because we
don't have nuch tine, and we have an awful |lot to do over
t he next couple of years, the trenendous opportunity.

It wll go away. This is a once-in-a-hundred-year
sort of thing, and we believe we've got to junp on it now
whil e we have a chance. So that's what we were thinking.
That's the general --general concept.

It's, | think--well, it's not "I think." It is a
trenmendous story, a great opportunity for the conpany, and I
think we can conmt fromthe top managenent side that we are
going to go for it. W are going to see how we can
capitalize on this opportunity to grow the business in the
future, and that's what our commtnent is to you.

Wth that, | will turn it over to Joe to talk
about the specific organizational changes and how that's
likely to play out.

Joseph?

MR SUTTON: Thanks.

Ww. | nean, stop and think about it. Geat
earni ngs quarter, a stock split, a new building, and all
ki nds of opportunity. You all should be feeling pretty
good, right? G ve yourselves a big hand. A big hand. Cone

on. Get rowdy. All right?

27



[ Appl ause. ]

MR SUTTON: | think it's--aml on now? Al
right. Yes. | can't really stand. 1'mgoing to kind of
nove around a little bit, if you don't m nd.

First of all, | get the easy part because none of
you care about the organi zation, do you? It doesn't really
matter where you are going to work. You just care about the
nunbers up here.

VWhat | am going to take you through very briefly
is the organi zati on we have put together, that Jeff and Ken
and | as well think will help enable this organization to
realize all of those great things Jeff just told you about.
So |l et me punch the button here and see if we can get the
organi zation up here. | amsure you have it all nenorized
by now.

Ckay. Here we go. Now, npbst of you can't see
this. So |l wll talk you through it. It's a ploy. 1| can
talk nore that way.

First of all, the Ofice of the Chairman i s going
to be led by Ken Lay, Jeff Skilling, and they sought to
involve me in there. So | will be hel ping out sone up there
as wel | .

But if you | ook at the organization, what you see

28



now are a | ot nore boxes than you saw before, a lot flatter
organi zation. Now, what does that nmean to you? That neans
to you a lot nore opportunity, a |lot nore chance for

I nvol venent, enpowernent, growth in the conpany.

So, if you |looked at the first boxes, that is what
we call the corporate staff. Wat we try to do is take the
corporate staff, reduce it to those functions that are
critical to us advancing as a conpany. The corporate staff
will, in essence, support all of the business units and
pushing forward their agenda, of course, which is increased
ear ni ngs and growt h.

The first box up there in the corporate staff is

legal. Is JimDerrick [ph] here? Jimhere? | guess not.
Vell, JimDerrick will continue to lead the legal effort as
the general counsel. Rob Walls will nove up under him and

work on the transactional part of the conpany, and we have
ot her lawers who all fit into these business units in
support of their businesses.

Next, we have the--what's the next thing up
there?--risk assessnent function and control function. W
have a very--you know, sone would argue what is the best in
Enron, whether it's risk managenent or risk assessnent. |

think that one thing we would be very proud of is the fact
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that our risk assessnment function in Enron has been
exceptional. Were others have |ost or others haven't done
things right, we have always managed to survive tough tines
and cone through those in better-than-average ways.

And Rick Buy [ph]--is Rick here? R ck, why don't
you stand up or conme up on stage for a mnute or sonething,
so they know who you are. Conme on up to the stage, Rick, so
they can see who you are.

Let's give Rick a big hand. Ckay?

[ Appl ause. ]

MR. SUTTON: Now, Rick is the nost inportant guy
in the conpany because he's the guy you have to get your
deal s approved through. Ckay?

Rick will head the risk assessment function, and
he's been doing that in a great way until now.

We have accounting and HR headed by Ri ck Cozi
[ Causey] [ph]. It makes a | ot of sense to put HR under
accounting. Everybody knows that, right? WIlI, accounting
and HR are under Rick. R ck is here.

Ri ck, why don't you give your--jog around the room
or sonething so they can see you. Raise your hand. There,
Ri ck Cozi .

[ Appl ause. ]
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MR. SUTTON: Rick and--right now, all of the
peopl e working in HR will tuck up under Rick except those
that are already in the business units, and we will|l be sort
of rearranging that as tine goes on froman HR perspecti ve.

You have heard both Ken and Jeff talk to you about
intellectual capital and human resources. The reason we are
where we are i s because of you. W have the best people of
any conpany in the world, and we have to keep those people
com ng and keep themnotivated. And so HRis a very
i mportant function for us, and we are paying a |lot nore
attention to it.

| think it's safe to say that, eventually, HR will
probably break out as a primary staff function up there,

but, right now, to keep things going and not |ose nomentum

it will stay under Ri ck Cozi [Causey] and his supervision.
As wel |, accounting, the accounting function, sone
will nmove up under Rick. Sone will be forced down into the

busi ness units as we go forward.

| nvestor relations is Mark Conig [ph] [Koenig].
Is Mark here? | think Mark went off to New York to get
ready to punp the stock price up in the next few days, but
Mark has done a great job in his group and what we've done

to get our nessage out to the analysts and the investor--and
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the investors in Enron stock.

Steve Cane [ph] [Kean]. Steve is here. Steve,
stand up. Just give Steve a big hand. Okay?

[ Appl ause. ]

MR SUTTON: Well, that's it.

Steve is--will act as the chief of staff, and he
wi | I have under himthe governnent rel ations, community
relations, public relations, admnistrative and all the
other relations we have in the conpany. GCkay? They go
under Steve.

[ Laught er. ]

MR, SUTTON: He's got his hands full, 1'Il tell
you. | have sone bad rel ations.

And, of course, the |last box you see there is the
cor porate devel opnment box, and that was Ciff Baxter's [ph]
function. diff has gone down to take over North Anmerica,
and we will decide howwe will fill that box and take care
of that going forward.

The next row you see is what we call gl oba
functions, and these global functions are conpetencies that
we have, that we put across all of our business units. So
these work in a matrix function across all the business

units.
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The first one you see up there is risk managenent.
That's Greg Whal l eys [Whall ey’ s] group. Is Geg here?
kay. Well, that's the primary--the risk managenent, the
traders, the risk managenent activities we have in the
conpany, a very large part of our business, and that ought
to be spread throughout all of the business units. And Geg
wi || manage that activity.

Fi nance, we have Andy Fastow and Jeff MMann
[ ph] [ McMahon] . Are they here, any one of them here? But
they' ve got--they' ve been doing great work for us fromthe
finance side. Andy is the chief financial officer, and Jeff
is the treasurer. In ternms of naintaining our credit
ratings, our bal ance sheet, funding of noney we can invest,
capital, we are conmitted to do that across all of our
busi ness units.

Many of the finance functions, for exanple,
project finance, will tuck up under the finance activity.

Asset operations is led by Curt Huni kee [ph] [Kurt
Huneke]. He has been doing that across the conpany, except
for the gas pipeline group, up until now, and that wl
cont i nue.

Enron engi neering and construction under Larry Uzo

[1zzo] [ph], the same thing, a global activity. He'll be
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our engi neering and construction and technical arm across
all of our conmpany and serve all of our business units.
don't think Larry is here, is he? kay.

Then, of course, we've got--it's called
technol ogy, but this is e-commerce. This is the neat stuff,
t he whi z-bang stuff we are tal king about in the conpany, and
M ke McConnell will run that across the whole conpany. IT
will go under Mke McCOnnell, and we will be | ooking for
ways we can maxim ze our potential from an e-conmerce
per specti ve.

I f you |l ook down in the next line, that is our
whol esal e business units for the nost part, retail business
units, our core businesses, and across those busi nesses, you
will notice you don't see any ECT anynore or any El anynore.
There's no nore ECT, no nore EI. They were great conpani es,
great concepts. They're for this conpany--a huge distance.
Now we're all Enron. W're all Enron. W have Enron North
Anmerica, Enron Europe, Enron South America, Enron India, and
across the table there.

North America will be headed by diff Baxter and
Kevi n Hannen [ Hannon][ph]. Are either of them here today?
They will continue to run Enron North Anerica, a great

busi ness as Jeff just showed you.
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Enron Europe will be run by Mark Freebert [ ph]
[Frevert] and Jeff Sharup [Sheriff] [ph]--I nean John Sharup
[ Sheriff]. O course, they're out of London.

The Sout hern Cone or South Anerica is run by Jim
Bannentine [ph] [Bannantine] and Crista Dulu [ph]

[ Christodoul ou], and they are |ocated in Sao Paul o.

India is Sanjay Bottenhogger [ph] [Bhatnager]
and--if you | ook at these businesses, as Jeff talked to you
about physical assets and contract assets and market - nmaki ng,
if you go across North America, certainly it's realized each
of those areas, good physical assets, good contract assets.
Certainly, we are nmaking narkets every day.

In Europe, |'d say we've got--we're working on the
physi cal asset side. Certainly, we've got--we're working on
getting nore contracted assets, and we are begi nning to nmake
the market there, as you saw fromthe charts.

Sout h America, good physical assets. W are now
evol ving to the next two steps.

India is sort of the sane way, good physi cal
assets, but we're not evolving. |If sone of the markets to
the right, like the Caribbean, M ddle East, and LNG t hat
Davi d Hogg [ph] [Haug] is running, we are still trying to

get a good physical asset base in nmany of those markets and
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then grow fromthere.

Asia, Africa, and China, the same thing. That's
headed by Rebecca McDonald. |s Rebecca here today? Ckay.

And then, of course, we have a very inportant part
of our business, the retial [retail] part of our business,
EES, headed by Lou Pie [ph] [Pai] and Tom Wite. Are they
here? | think they're out trying to sell sone goods right
now, but Lou Pie [Pai] and Tom Wite are very inportant to
our growh. They nmake great progress in that perspective,
and they' Il continue to run that conpany.

And then | guess the new part of our core
busi ness, the comrunications part, is headed by Joe Hurko
[Hirko] [ph] and Ken Rice. Are either of them here today?
And they're--of course, we're putting great hopes on them

We have ot her businesses at Enron. A very
fundanment al business to our whole effort is the Gas Pipeline
G oup, and the Gas Pipeline Goup wll essentially not
change and it will be run by Stan.

Stan is here. Stan Horton [ph]. Gve Stan a big
hand. Stan Horton.

[ Appl ause. ]

MR, SUTTON: Wiile the rest of us for years have

been running around trying new things, Stan has been naking
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noney. So he keeps on nmaki ng noney for us.

We al so have Enron oil and gas, EOG headed by
Mark Patha [ph] [Papa]; Portland General Electric, Ken
Harris and Peggy Fow er; and, of course, our new conpany
that went public this quarter, our water conpany, Zurich
[ Azuri x] headed by Rebecca Mark [ph]. And those busi nesses
wi Il continue to support our whol esale and comobdity and
retail business, as you see above there, and nore investnent
busi nesses for us, with the exception of the pipeline group
which really will maintain an essential role as probably a
core business for us. That's pretty nuch the organization.

Now, | know there are no questions on that at all.
Everybody knows where they work, but | think it's exciting.
It's exciting as we have a nice flat organization. You can
see we have expanded the executive commttee of Enron, and
we' ve expanded it because it needs to be. W're a big
conmpany now, and we have to have people who are buying into
t he conpany and power to make deci sions and doi ng nore
things in different ways, and that's what this does. It
knocks down the silos, like Jeff and Ken said. It nmakes us
all Enron.

And I'Il tell you, I think if there's one thing |

like to see conme of this, it's us work together as a team
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better than we have. |If you can think of that, you take al
these people in this roomand all of this brain power and
all this initiative and everything we can do and you head it
one way--1 mean, those growmh charts that Jeff showed can be
realized, but it's got to be a teameffort, and |I' m happy
and proud to be a part of your team

Thank you.

[ Appl ause. ]

MR. LAY: Boy, he sure did mlk that, didn't he?

[ Laught er. ]

MR. LAY: | think Joe is the only person | know
that can get a group kind of excited about an organi zati on
chart, even a bl ack-and-white chart.

[ Laught er, appl ause. ]

MR LAY: As | said earlier, Jeff did have to
| eave a few mnutes early. So Joe and | are going to do the
QRA today, and, of course, Joe knows the rules here. |
nmean, | take the easy ones. He gets the tough ones.

Have you got one of these?

MR SUTTON:. Yes, | do.

MR. LAY: These are the ones that were sent in
advance. W'Il| start with these, but, again, we wll be

pi cking up the cards. |If you want to stand up and just ask
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a question directly in person, that's great. |1'l|l take the
first one, and we'll just kind of rotate, Joe, if that's
okay.

Let nme say, we received, as you' d expect, a nunber
of questions about future growth prospects and about the
stock price and whether, in fact, it can keep going and al
the rest of that.

Let me say, certainly, we're pleased with the
growh that we've had in the stock price over the |last 18
nont hs or so, but, indeed, we think, in fact, it can go
quite a bit further, and not long term but near term

You saw the story that Jeff laid out in his
presentation as to the growh in the conpany, and we have
tremendous grow h throughout the conpany.

Qur current PE is about 40. The average PE for
"utilities" or pipeline conpanies or whatever is probably 15
to 20, but we have all of these other growth vehicles and
platforns that have a trenendous future potential as well as
t he past perfornance.

And if you | ook at even a conpany like WIIlians
Conpany whi ch has about a 50 PE--and WIllians, first of all
on the pipeline side, as Joe also said, we'll stack up Stan

and his team and our pipeline group agai nst any pipeline
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group in the world, including WIllians, and we think we have
nore grow h potential there than they do.

In the case of Wllians, all of their growh is
basically com ng from conmuni cati ons. That's not bad, but
they' ve got one major growh platform and that's
conmuni cat i ons.

We have about five or six nmajor growth platforns,

i ncl udi ng conmuni cati ons, which we think very quickly can
becone as large or larger than theirs. W have all of the
whol esal e busi ness, North Anerica. W have all of the

whol esal e business in Europe. W have the new retai

busi ness. W have the international business. W have the
communi cati ons busi ness, and, of course, we al so have things
li ke water that are kicking in, too. So there's no reason
to think that, in fact, we can't continue to have strong
growt h and an increase in stock price.

Let me say, even this norning, in response to the
second-quarter results, which I tal ked about earlier, two
very highly respected anal ysts have raised their target
price now for this year, one to $100 a share and one to $104
a share, and--

[ Appl ause. ]

MR. LAY: And so we think, in fact, if we perform
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if we execute--and, again, the people in this roomw |
determine that, and |I've got a I ot of confidence in you,
just like Joe does--if we keep performng, in fact, we wll
see this stock price quite a bit higher even over the next
year to 18 nonths.

Joe, are you going to take the next one?

MR SUTTON:  Sure.

One of the questions asked was how much of this
year's performance i s dependent on Enron energy services,
EES.

| think the answer is that EES is making just
enor nous progress. They had a very good quarter this
gquarter. They signed the biggest outsourcing contract
they've signed to date with Swi za [ Sui za], and | think
am-we're very confident that Lou and Tom and their team
will continue to perform exceptionally throughout the rest
of the year

| think in the first half of the year, they signed
contracts that equaled the value of all contracts signed
| ast year, just so far in the first half. So they are way
ahead of schedul e.

No doubt, they've got to have a very good quarter,

this quarter, next quarter, which we are sure they will, and
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as a result to that go earnings positive in the fourth
quarter. That means that we built this business fromthe
ground up, expensed all cost, and by fourth quarter are
maki ng noney. And that's what we expect themto do. So we
think the future | ooks very bright for EES. Certainly, the
concept is one that we are worried about at sonme tine, but
it certainly nakes great sense.

We find we're out there now, and we really have
no--no real conpetitors. | nean, we're out there in a
wi de- open narket, and we hope to export this internationally
now. It's already in Europe.

[ Side 2 of Tape No. 832 begins.]

MR. LAY: [Sutton cont’d] W're going to try to
export it to South America and perhaps sone ot her places
around the globe. W think it's a real good business for
us.

[ M. Lay] Where does Enron wind fit in the new organization
structure? Does Enron have any interest in devel opi ng ot her
renewabl e energy busi nesses, such as hydroel ectric or
geot her mal ?

Well, first of all, we will continue to develop a
| ot of renewabl e energy projects around the world, including

hydr o, perhaps geothermal, w nd probably, eventually solar,
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but a certain standpoint of devel oping projects, financing
projects, operating projects, again, kind of fit in with the
particular structure in North Anerica and other countries.
W think we're as qualified as anybody to do that.

There is a question as to whether the actual
manuf acturi ng of the equi pnent, such as we do now, is
sonething that is--whether it is or is not one of our core
conpetencies. The wind business is doing great. They're
doing a real growh--1 nean, that's wasn't up there, but on
a real growth curve right now both in this country and in
Europe, and we'll continue to be involved in that.

| just at this point can't really say whether
| onger termwe will be manufacturing w nd equi pnmrent as wel |
as devel opi ng and buil ding and operati ng wi nd and ot her
renewabl e-type projects.

MR. SUTTON: There was a question on the
regroupi ng of the conpanies and how it mght create a
duplication of efforts and costs, adm nistration functions.
This is accounting, human resources, public affairs, et
cetera, and the question is, is outsourcing of these sources
a part of the overall plan. |If so, please elaborate. If
not, they would like to discuss the tactics for integration

of these services across the businesses and target dates for
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conpl eti on.

| think one of the advantages that Enron has is
that we're in a |lot of businesses in different parts of the
world. We intend to find a nore efficient way to nove our
peopl e across busi nesses to increase | earning opportunities
and apply those conpetenci es.

What this organi zation does is allows us to nore
freely nove these people. So you may have soneone cone from
the Southern Cone to Europe or from Asia to Houston or
Houston to Asia, and we can--we can constantly nove peopl e
that have these conpetency skills that we need.

| think we want to nmake the know edge and
experience that resides in all of our businesses easily
accessible to all of our enployees.

W will be |ooking at the organization, the best
organi zation to acconplish this type of objective. That may
nmean, in sonme cases, we go to a centralized function, but,
in nost cases, we'll go to a decentralized function. W' ve
been pretty successful so far with operating that way.

| would say in answer to the question, we really
have no intention right now of outsourcing, the activities
we're doing right now Particularly, those are inportant to

our business, |ike human resources and accounting, and what
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we'd like to do is get nore of a cross-utilization of our
peopl e across those functions.

MR. LAY: 1'd just add one thing to what Joe said,
and that is, again, going back to this whole subject of
growm h. We broke down today on a brand-new building here in
Houst on basically because we think it will add another 12-
to 1,800 enpl oyees to the conpany over the next 30 nonths,
the next 2-1/2 years. So, wth that kind of growth, there
are going to be a lot of opportunities for a |lot of people.

This is sonewhat related to Joe's question, but
the culture of each Enron conpany is quite unique. It is
part of what nmakes it exciting to work here. If such
servi ces as conpensation, performance managenent, et cetera,
are to be conbi ned, does that nean that Enron is adopting a
one-si ze-fits-all approach to these processes, and if so,
aren't we losing creativity of those functions that are so
uni que to Enron?

Well, we don't intend to do anything to | ose
creativity and i nnovation, which we are known for, and,

i ndeed, we are not trying to get one size fits all. In
fact, we want to increase diversity, which is one of
our--another thing that we enphasize in our press rel ease,

our internal release a couple of weeks ago.
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So we will continue to tailor prograns and
policies and so forth that really nmake sense for the
i ndi vi dual busi nesses, but then getting back to what Joe
said earlier, | mean, the whole concept here is to nake the
whol e organi zation a ot nore transparent. | nean, all of
the organizations a lot nore transparent, a lot easier to
cooperate, to work together, to transfer personnel, and so
there will be a lot nobre seaml ess organi zati on than what we
have had in the past, but we will not do anything to destroy
our creativity. And | think |ooking at this group and
| ooki ng at what you have been doing, we don't need to worry
about that.

MR. SUTTON: A question was asked, there are a | ot
direct reports to the Ofice of the Chairman. The question
was, are Jeff and | going to divide their focus anong these
reports; if so, how Wth the nerchant busi ness now bei ng
organi zed geographically, wll there be anyone in between
t hese various geographic | eaders and the Ofice of the
Chai rman to serve a coordinating and | eadership rol e between
these groups and the O fice of the Chairman?

Well, the answer to the first question or the | ast
question is no. There will be nobody between the regiona

groups and the Ofice of the Chairman or the business units
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and the O fice of the Chairnman.

| think Jeff and I will each focus our efforts on
certain areas of the business, while at the sane tinme we
w Il share information across all the business units.

We have made an initial division of responsibility
and shared that with all the people you saw on the chart up
there. They will be able to brief you on who their go-to
guy is, so to speak, in the conpany, but | think we'll
continue to share, hopefully, across the entire Ofice of
the Chairman, Ken, Jeff, and I, full responsibility for al
t he busi nesses at Enron.

MR. LAY: Basically, Jeff and Joe will each have
responsibility for some functions and co-share
responsibilities for sonme functions, and then ny job is to
keep an eye on Jeff and Joe.

[ Laught er, appl ause. ]

MR, LAY: And that's a big job.

[ Laught er. ]

MR. LAY: What are the primary distinctions
bet ween gl obal functions and corporate staff functions?

Now, do you really want sonme nore on organi zation?

In my view, corporate staff functions do have the

varyi ng degrees of a global coordinating focus, too, and
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that is absolutely true. | think Joe even nade that
coment .

And basically, in the global functions, we've
identified, as Joe | think said, certain activities that we
previously had for the nost part in one or two major centers
or conpani es, and they have been sonmewhat shared and
somewhat not shared across ot her conpanies.

And what we're doing now by noving things |ike
ri sk managenent and engi neeri ng and construction and even
t he whol e finance function of Andy and Jeff and a few others
up to that global--or in that global function area neans
that they will have responsibility to oversee all of the
busi nesses of Enron worl dwi de and provi de services, provide
capabilities, in sonme cases provide control that we need
just to make sure that we continue the kind of growth that
we' ve had over the last 2 years.

MR. SUTTON: A question was asked: Are there any
pl ans for how the back office functions, such as planning,
accounting, reporting, IT, AP procurenent, et cetera, that
currently exists where the nerchant conpanies will be
organi zed? It talks--the questioner says, on one hand, you
could further centralize theminto the geographic regions,

or since the merchant conpanies do at |east simlar things,

48



you coul d argue that they could share a | ot of the sane
functi ons.

| think, first of all, it's inportant that all of
the IT wll report to Mke MCOnnell. [MConnell] So that's
cl ear.

Regar di ng ot her back-office activities, for the
nost part, we'll allow the regions to continue to staff and
function in the back-office areas thenselves within those
busi ness units.

Where it nmakes sense, however, we will have some
consolidation corporately across the corporate staff to
provi de oversight [inaudible] to nake sure that we nmaxim ze
on efficiencies in these functions.

MR. LAY: And Joe answered this, but I want to add
sonething to it. But the next questionis, wll all of
Enron I'T be under M ke MConnell's direction, and, yes, it
will. W are getting all of that aggregated corporate-w de,
wor | dwi de under M ke.

And again, on Jeff's earlier coments, as we
clearly have becone a |l ot nore of a know edge- based and
i ntellectual -based conpany--and that is what is
differentiating us fromeverybody else in this industry and

many ot her industries, it is nore and nore inportant that we
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do a better job of expanding, of devel oping infornmation
technol ogy, all other kinds of technology, in particular,
comuni cations technol ogy, and all of that will be directed
by this new group set up with Mke heading it.

Now, just to give you sone idea of what--and
anot her key conponent of this is e-commerce. W think
probably within the next 2 years, we could becone the
| ar gest e-commerce conpany in the world.

Now, it helps that we're in some of the |argest
markets in the world, and we're the |largest participant in
those nmarkets. And our parts of those narkets are grow ng
very rapidly, but that's the kind of potential this has,
whi ch, of course, is not on the earlier slide, but we well
coul d becone one of the | eaders, maybe the |eader in
e-commerce around the world. Now, that's very exciting
because that, again, changes the whol e di nension of the
conpany, and M ke and his teamw || be taking that chall enge
on.

MR. SUTTON:  You know, | just realized, | didn't
give M ke a chance to take a bow Mke? Mke's here. Cone
on, Mke, stand up. Cone on. W've been talking enough

about you. There you go.

[ Appl ause. ]
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MR. SUTTON:  You can best reach M ke by doing
dot-com MConnell.comon your laptop. So that's the | ast
time you'll probably see himin person for a long tine.

The next question is: Wat wll happen to the
role of the nmerchant finance group once the portfolio is
sol d?

| think the answer is that the entire portfolio is
not being sold. There are certain parts of it that make
sense to sell. Like any portfolio, you keep those things
that are doing well or you sell them when you can nake nore
noney on them and the things that aren't doing well, you
try and unload. There are certain assets that we have sold,
but the nmerchant portfolio is really--really quite |arge and
qui te extensive.

MR. LAY: This is a good question, particularly
based on sone earlier comments that we've all made, | think.

How wel | does our China strategy fit into our
overal | value creation strategy? Are we going to scal e back
our China experinent in the future? And if we cannot
generate sufficient cash inflowto cover this bottomline in
the near future, can't we take a step-by-step-option-based
approach with China? How nuch inpact does our recent

reorgani zati on have on our future business devel opnent
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effort in China?

| suspect that's sonebody that's working on China.

[ Laught er. ]

MR. LAY: But it's a good question fromthe
st andpoi nt, again, as we talk about becom ng at |east
relatively sonewhat | ess asset-based, capital intensive,
nore know edge- based, and that mi ght | ead you to think that
means we have becone nore short term That is not true.

Quite the contrary, if we hadn't been long terma
decade ago, we wouldn't be where we are today, and, indeed,
i n busi nesses |ike Enron energy services, we'd been willing
to absorb about $300 million in | osses over the |ast 2-plus
years to create that business because we could see the kind
of potential it's got.

And | i kewise with sonething |ike China or India.
I ndi a woul d be another good exanple. W paid a fairly heavy
price devel oping our infrastructure in India, but, today, in
fact--today, in fact, we have perhaps the nost val uable
energy franchise in that whole country, and it's got
enor nous potential, and |Ii kew se with China.

| nmean, it's the nost popul ous country in the
wor |l d, perhaps sonetine this century the |argest econony in

the world, maybe the first half of the century. Chinais a
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pl ace that we wll continue to work.

It's difficult. Relationships are not that good
bet ween our two countries right now, our two governnents.

Joe and | just got back there about 3 weeks ago,
but they still want U. S. conpanies. They want U. S
i nvestment. They want U.S. nmanagenent, and they've got
enor nous needs and we can--we can help themw th those
needs, and there, as we have in the Southern Cone and as we
have in India, we can create an enornous business, but the
net wor k busi ness does not nean you becone nore short
termoriented. |f anything, you probably becone a lit tle
nore long termoriented in devel opi ng your talent, your
know edge base, your conpanies, your franchises, to nmake
sure your first nover take the licks, and then you have got

a really valuable franchise on the other end of it.

MR. SUTTON: I'Il take the |last question here that
was sent in, and then maybe we'll do sone fromthe fl oor
here.

The |l ast one | have here is: | would like to know

what the inpact that the recent organi zational changes wl |
have on rotating associ ates.
Well, | think the--none, basically. The

reorgani zation will allow associates to nbve across nore
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busi ness units. They will still be plugged into the sane
ki nd of experiences they've got right now In fact, there
may be a need for nore associ ates because we'll have

busi ness units that need nore people. There can be nore
opportunity.

So the good news is not nuch change, need nore
associ ates. The bad news is we're going to work you harder
I n these business units. So--

MR. LAY: And we may get back to a few nore of
these if we can, but we are going to try to wap up by 4: 30,
just for your planning purposes, too.

WIl there be a new stock option plan now that the
| ast year--now that this is, | guess, the |ast year of the
grant? WII it be conparable to the current plan?

And again, | think we are working on that right
now. W' ve even already--as a matter of fact, this quarter,
we set up sone reserves, also, because there will be sone
conpensati on changes, too, resulting fromall of these
changes up here, but, certainly, we are going to continue.

This is not necessarily asked. It just m ght be
asked, and inherent in this question, but we will continue
to find ways that all of our enployees will have exposure

and participation in the gromh and, of course, the
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i ncreases in the Enron stock price.

We had our ESOP. W got all of our enployee stock
option plan. W will continue those kind of plans because
we think it's critical that everybody has an ownership
position in the conpany.

MR. SUTTON: There's one here that says
consi dering Enron's spectacul ar stock price performance,
wi Il there be any new stock option prograns for general
enpl oyees?

W will continue to have an Enron stock option
plan. | believe this one runs out this year, and | think
it's safe to say that we are going to continue that program
W think it's inportant for the enpl oyees to have ownership
in the conpany, and, in fact, 1'lIl even tell you that we're
expanding that internationally now to our internationa
enpl oyees for Enron as wel|.

We are doing one in South Anerica, |ooking at
doing one in India, to try and bring those enpl oyees also in
an ownership plan. So, rest assured, you will continue to
get those benefits.

MR. LAY: Question. |Is there an explanation for
the lack of diversity on the executive conmittee?

And there is. |It's unsatisfactory, and we' ve al
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tal ked about this internally. The way things got shook out,
there's where it is, but there will be sone other things
happen that will make sure and increase the diversity on
that commttee even over the next, probably, few weeks or
so. But we have to do a better job on diversity. W just
have to, to keep our conpetitive advantage, our conpetitive
edge, and we got to nove nore wonen, nore mnorities higher
in the organization.

Sonebody may have noticed that we fornmed a
diversity committee. | amgoing to serve as chairman of it.
O course, Cindy Oson has primary responsibility for that
I nside the conpany. She's working hard at it. She took
that over January 1 this year. W have sone ideas, sone
plans, in fact, we will be inplenmenting to increase
di versity throughout the conpany.

Now, Joe is going to head vision of val ues
commttee which is equally inportant, that we keep pushing
our vision and val ues throughout our organization worl dw de.

And | et nme say Joe has got even nore enthusiasm
for that than he does the organization chart.

[ Laught er. ]

MR. LAY: And, of course, Beth Tilly [ph] has been

| eading a lot of that effort for us, but that effort will be
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escal ated, just |ike our diversity effort will be escal ated.

MR, SUTTON:. Question fromthe audi ence. Wat
Will--when will the waiting |ist start for the new parking
gar age?

[ Laught er. ]

MR. SUTTON: Today. Al right? W are going to
armwestle for it right here in front.

| amsure there wll be tine for that. | don't
know.

[ Laught er, appl ause. ]

MR. SUTTON: And the other question on the sane
card is: Wien wll ECT becone Enron North Anerica?

Today. It's Enron North Anerica. W're already
there. That happened | ast week.

MR. LAY: Are we going to repeat the J-block [ph]
m stake in acquiring too nuch L&G for India powerplants?

No.

[ Laught er. ]

MR LAY: Kind of been there, done that.

And as M ke McConnell would tell you, that wasn't
much fun

But in the case of L& in India, first of all,

everything that we have contracted for thus far has an
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of ftake at the powerplants that we either have built or wll
build or have under construction right now, and, of course,
t he governnment of [inaudible] through its [inaudible] state
el ectorate board has the obligation to take the electricity.
So, indeed, that's already sold and al ready commtted to,
under contract, and, of course, paid for on the other side
of bot h powerpl ants.

We are now | ooking at the pipeline on the west
coast of India which will serve other powerplants and ot her
i ndustrial facilities, and, of course, we will be buying
nore L&G for that. But, again, we will keep a pretty
bal anced position.

You nmay not ever be totally in balance, just |ike
we're never totally in balance even in all of our natura
gas and electricity trading and so forth, but we will be.

Rick Buy is over here shaking his head because
Rick is the one that always signs off on the risk factors on
these projects before they bring themto either the Ofice
of the Chairman or the board. And we will nake sure that we
placed it.

We do intend to kind of begin devel opi ng, though,
a spot L&G market around the world, which could also kind of

change t he whol e L&G busi ness worl dwi de, but that will be
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very limted and very |imted exposure.

MR, SUTTON: This question is on the stock split.
The stock split results in twice as nmany shares for
sharehol ders at half the value. Are the dividends also half
t he val ue?

| think what you find is the dividends are key to
the base they share, and so your dividends won't--1 nean,
they may increase if we nake nore noney, but the dividends
wi |l be the sane over your basic hol di ngs.

MR LAY: What is the status of the
Pittsburgh-California nerchant plant? It says ECT--now it's
Enron North Anerica--is devel oping.

That, | think, is well underway. |Is that right,
Rick? But at least it's being very seriously eval uated
right now. So, probably, we will nove ahead with that since
we bid on another plant out there where we | ost and we know
we can build a plant on our side for about half of what the
wi nning bid was on that.

There's another question here on the mnorities,
but | hope |I've addressed that. But we are going to really
get even nore and nore aggressive and getting nore
mnorities into higher positions in the conpany and j ust

nore diversity throughout.
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MR. SUTTON: This question says: WII the new
bui | di ng be energy-efficient, but well lit, cool, and
confortable, and not wasteful of the nbst scarce resource,
our tinme? And then in parentheses, it says, "I hate waiting
for the energy-efficient copiers to warmup."

[ Laught er. ]

MR. SUTTON: Soneone is having a bad day or nmaybe
a bad copier.

[ M. Lay] Please explain, elaborate on what is broadband or
bandwi dth, | think they' re tal ki ng about, and how can this
be traded as a commodity.

| will get to the bottomof ny technical know edge
of this real quick, but bandw dth basically is how you
transmt data or even voice fromone |ocation to another.
And of course, in the case of our fiberoptic system it wll
be all data. It will be an Internet protocol-only type
system the first of its kind in the country, higher-quality
transm ssion, higher quality particularly for video, audio
uses, which increasingly all transmssion will go to,
whet her it be e-comerce or otherw se, as well as just
entertai nnent events and so forth, but, indeed, it's
capacity.

And the best anal ysis [anal ogy] maybe for us is
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the capacity, kind of like a pipeline, and we will be
tradi ng that capacity worl dw de.

Were, in fact, if people have a | ong--have nore
bandw dt h than they need, they will be selling. |[If they
have |l ess, they will be buying. But just again creating
mar ket s, market-makers, just |ike we've done in so nmany
ot her markets. | guess we now have 400 and--about 450
di fferent major products that we transact in, that we nake
markets in around the world.

O course, a lot of those are tied to electricity
and natural gas, but several are not, or they're tied
indirectly to those. So, again, we think this could be a
tremendous opportunity for us. W think nobody is better
qual i fied or equipped to do this bandwi dth tradi ng than we
are, and it is just an enornously |arge, fast-grow ng
busi ness.

MR SUTTON: This is--when Enron structures a
positive change, do you plan to adhere to this strategy in
Asia drawi ng on in-house expertise? |If not, what is the
rationale for bringing in outside people?

| think, for the nost part, we have pretty nuch
been using outside expertise where we can. W bring in

out si de peopl e whether they bring in conpetency or sonething
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that we need in any of our regions. W try and have the
best people to expand our capabilities in all of our
markets, and so | don't think that will change nmuch. W
will continue to try to get the best fol ks we can get in our
markets to build it.

MR. LAY: Not surprising, these expressions keep
com ng up. Were are the femal e speakers?

| was inclined to say, "Wll, we brought Joe
I nst ead. "

[ Laught er. ]

MR. LAY: But not really, Joe. But, clearly, |
mean, we've--we need--

MR. SUTTON:  You know, for years, people thought I
was Rebecca Mark.

[ Laught er. ]

MR. LAY: Well, | was going to tal k about Rebecca,
and, certainly, as |I've said repeatedly, we've got to do a
| ot better job. But we've got sone real success stories,
too. | nean, Rebecca Mark is one of the npbst senior--nmaybe
the nost senior femal e executive in the whol e energy
i ndustry worl dw de and certainly still a key part of our
managenent team running a very key new business for us, and

we' ve got a | ot of others.

62



O course, Amanda Martin who is heading up all of
the America' s water business now, had very senior positions
in Enron North Anerica.

C ndy 4 sen, Rebecca McDonnell, which, of course,
I's now heading up all of Asia for us. W have--and, of
course, Peggy Fowl er heading up Portland CGeneral. So we
have a | ot of very senior femal e executives, but not enough.
But not enough. And that's just all part of this diversity
i ssue that we are going to just keep pushing as hard as we
can.

MR. SUTTON: This is really the last one | have
here. It says ECT has spent many mllions of dollars
devel opi ng proprietary trading software and back-office
software. Wiy are we now willing to sell this to
conpetitors here in the U S. ?

| don't think we are. | think we are still pretty
protective of that. W nmy be doing it in sone cases
from-to gain a partner or a conpetitive advantage, but for
the nost part, we still guard that fairly carefully.

MR. LAY: Wen do you think the stock price wll
reach $100? 1've kind of alluded to that, but I think it's
very possi ble before year end. Oobviously, it depends on the

stock market and a |lot of other things, but I am-nore
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inmportantly, | think there is a fairly good chance we coul d
see the stock price double again over the next year to 18
nonths. Now, that's what's exciting.

You do that math on your Enron stock.

[ Laught er. ]

MR. LAY: Here, one nore. What about job share?
This woul d be great for nothers, people who want to work
part tine.

We have a nunber of job-share situations in the
conmpany, which, again, | think is one of the things we're
doing nore right in this whole diversity area, but we have
sone fairly senior people in the conpany that work half tine
and doi ng an excellent job for us.

El i zabet h Abanowski [ph] would be one in the |egal
group, but there are several of those around the conpany,
and we do give our supervisors, our nmanagers, our executives
alot of flexibility on those kind of programs. So, if
that's sonmething that is of interest to whoever wote this
note, I wll tell the rest of you, just pursue it.

Are there other questions in the audi ence that
you' d li ke to--and al so, anybody want to just answer a
questi on?

VR. . [unidentified speaker] Could we
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have the m crophone back there?

MR. LAY: W' ve got about another 7 or 8 mnutes,
if we need it. W can get back to sonme of these questions
that were submtted in advance, but anybody |like to stand up
and ask a question?

QUESTI ON: [ I naudi bl e.]

MR. LAY: Are you considering [inaudible]?

[ Laught er. ]

MR. LAY: | think that's unfair.

Yes, we are. Yes, we are, very, very seriously.
And let ne say it's sonething that we've | ooked at and
| ooked at and | ooked at for years, as sone of you know.

And, of course, | have explained before, there are
sonme really stuff, strict, whatever, requirenents on things
i ke day care in downtown Houston, and they've got to be on
the ground fl oor and you' ve got to have a certain anmount of
space to play outside and those kind of things which make it
very difficult in a nunber of the buildings, including ours.
Now, | think sone of those rules are not necessarily--are
not necessary, but they're there.

And, of course, secondly, when we run surveys,
it's a mxed bag. | nean, a |lot of people like to | eave

their children closer to honme versus closer to their job
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site and not drag theminto town or out of town at night and
the rest of that, but we are looking at it seriously.

Again, Cindy and Beth are taking the lead on that with Bil
Donovan, and we may--1 mean, we are just trying to | ook
through all of the inplications, the feasibility, the cost
and all the rest of that, but, certainly, we are going to
try to do everything we can, particularly in nmaking this
nove to the new buil ding, and sone of these things nay
happen | ong before we get in the new building, but to nmake

t he wor kpl ace as pl easant and productive as possible for al

of you.

MR. SUTTON: Go to the m crophone. Wy don't you
ask your question. Go ahead. |Is there a guestion over
t here?

QUESTI ON:  Yeah.

MR. SUTTON: Go ahead, right over there.

QUESTION: Along with the question, | would just
like to corment that | am one of those persons that you
nmenti oned before that cone out fromone of the joint
ventures of conpanies we've had in other countries that have
come to Houston. So | think it's been a heck of a ride, and
it's really interesting. So | totally agree with your

per cepti on.
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Now, the question basically is this, and it's
focused or intended for M. Lay. | believe what we are
goi ng through here, Enron is going through, frombeing a
conpany that has been based in North Anerica with sone
i nternational business into a conpany that is going into
whol e gl obal business. So that has some grow ng pains
associated with it, and I just wondered what was M. Lay's
vi sion about HR function in this whole deal going through
this whol e process, HR function as a process through to get
through this global vision that we are pushing forward now.

MR. LAY: Good question, and a coupl e of things.
O course, one good thing about the reorganization is that
we are bringing on Sanjay Bottenhogger [Bhatnager] and Dee
Mdis [ph], Crystal Dula [ph][Chritodoul ou] --have | got
that? | really spilled over his last nanme, but Dee Mdis is
on our executive commttee, and they are both extrenely
bri ght, capabl e executi ves.

So we are starting to get a nore internationa
flavor on our executive commttee, which is inportant, too,
but on your question, | think we are going to be | ooking
hard at that whol e area.

As Joe inferred, |I mean, HR is becom ng nore and

nore critical all the tine as we are becom ng nore and nore
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dependent on intellectual capital, and so we just got to do
even a better job there of deciding exactly how nmuch of that
ought to be centralized at corporate for the whol e conpany
and how nmuch shoul d be decentralized, but there will be sone
of bot h.

Rest assured that each of the groups will continue
to have their own HR function, but there nay be nore
centralization of things |ike sone of the recruiting, sone
of the training, sone of the other things, sone of the
rotation.

Just as an exanple, | nmean, at CE, the chairman
and CEQ, Jack Welch, controls the senior talent. No
busi ness owns it, and he can pick themup and nove them at
will. And he does that.

And increasingly, to be a really broad--an
intell ectual capital-based conpany, you' ve got to do that
because you' ve got to nmake sure you're always using your
best talent in the best place in the conpany.

So--but the [inaudible], we are going to be
wor ki ng on over the next few weeks and nonths, but there
wi Il not be that nuch disruption, in case you are concerned
about that. | mean, we will nake sure that doesn't happen,

but we will do even a better job of identifying, devel oping,
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recruiting--identifying, developing talent.

QUESTION: H . M question centers on
advertising. |'ve just recently seen a television ad from
Qnest and a magazine ad fromWIIlianms, and when will Enron
start announci ng plans, especially on our tel ecommunications
di vi si on?

MR. LAY: Go ahead.

MR SUTTON: | think it's inportant to point out
that we are involved right now |Is Mark Pal ner here? He
was here. Ckay. Mark is not there.

We are involved right nowin a new ad canpai gn for
Enron. In fact, we had the first real review of it | ast
week, and | think you will find when it cones out, it's
real ly quite--you know, quite good.

MR. LAY: And let ne say, this is just one
nore--let nme say, |'ve seen sone of those sane ads, and sone
of them I'mnot sure are worth the noney, but--not to be
critical or sonething.

[ Laught er. ]

MR. LAY: But, indeed, this is another space |
think we can all--we get so nuch positive earned nedia, |ike
an excellent article in the Sunday New York Times Business

Section just 2 weeks ago and nany ot her places, but because
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of our position both in earned nmedia and our position in
these different nmarkets, we intend to al so nmake sure we've
got the brand, that we've got the |ogo, we've got the brand
for all of our business, that we own it. | nean, it is the
nunber - one brand when you think about electricity, natura
gas, conmuni cations worldwi de. You think about Enron, and I
think we can get there pretty quickly.

QUESTI ON: Deni se Bradl ey, Enron Communi cati ons,
Portl| and, Oregon.

Let ne start by saying we're very, very pleased
and happy to be part of the Enron family. Can you el aborate
alittle bit nore about how you intend to integrate us into
the Enron famly, and should we be packing up and preparing
to nove to Houston any time soon?

[ Laught er. ]

MR. LAY: Not necessarily. And when | say that,
we wll maintain a significant presence in Portland for our
comuni cations, but, increasingly, there will also be a |ot
of people for Enron communi cations here in Houston. And
obvi ously, particularly, the bandwi dth trading angle to it,
that best fits with everything el se we do here in Houston.
So there will be a lot of growh in conmunications in

Houston, but there will still be a significant activity in
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Port | and.

And | wasn't trying to be cute about that, not
necessarily. Cbviously, it's going to depend a | ot on what
activity you are involved in and over tine kind of what
makes the nost sense to have in Portland, what nmakes the
nost sense to have in Houston, but, again, in that business,
there is going to be enornous grow h.

We have been addi ng, oh, half-a-dozen or so people
a week, |I'd say, 25 or so people or 25 people a nonth, and
that's accel erating, and we can see right now where we'd
like to add another 100 to 150. | nean right now,

i mredi ately here in Houston to kind of get up and running
sone of these activities. So it is going to be a trenendous
growt h opportunity for the conpany, but also for the

enpl oyees.

QUESTION:  As we inplenment the new structure for
t he conpany, how are we going to avoid creating new sil os
around di fferent regions?

MR. LAY: 1'Ill let an organization expert talk
about that.

[ Laught er. ]

MR. SUTTON. Certainly, that's a very good

question, and that's a fear. Any tine you take new
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organi zati ons, you give them profit-and-|oss targets.
There's an inherent conpetition between those units.

We are hoping to do it by--as you can see, we have
a very large executive group now that will neet once a week,
and nore frequently probably than that to di scuss strategy
as things are going forward in a sharing nore.

| think also by doing it this way and with the
gl obal functions, we have across of them Across these
units, it sort of forces the cooperation we didn't have
before, but it's a serious concern.

|"mnot going to say we have the exact answer for
it, but 1'Il tell you, we're going to work very hard to keep
that from happeni ng across the entire conpany.

| think the global functions are hel pful, the
corporate staff functions, and what they are doing will be
hel pful, the interrelationships w'll have wth each other
as part of this executive group that are running the
conmpany. And | think between all of those, we are hoping
that we will have a nuch--a nuch closer, nuch nore coll egi al
envi ronment between our business unit.

| got one nore. You can answer that one.

MR. LAY: Let nme go and--you don't want this, do

you? No, that's fine. That's good.
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But et me go very rapid--very rapidly and shortly
through just three or four nore questions that were
submitted in advance to nmake sure we've covered these.

W' ve covered a |lot of these, of course, in both the
presentation and the QRA.

One has to do with the fact of the recent Senate

bill. They basically deregulated electricity in the State
at the retail level, and the inpact on Enron. It's a very
positive inpact. | amnot going to go into a lot of detail,

but we think that's basically a good piece of |egislation,
and it will open up this 20-plus-billion-dollar retai
mar ket in Texas for conpetition.

And again, if there's one thing we've
denonstrated, we thrive on conpetition. So, now, the market
will not be open until January 1, 2002. So it's a couple of
years away, but, of course, we wll be getting geared up and
up and runni ng nuch before that.

WI1l Enron take any nore Korean projects beyond
the [inaudible]?

Wiy don't you answer that one. You were just
t here.

MR. SUTTON: We were just there about a week ago.

The question is: WII Enron take on any nore
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Korean projects beyond the SK Enron deal ? If so, what
strategy will be enpl oyed to succeed?

W' ve been very, very pleased with our joint
venture with SK. Just for your information, if you don't
know, we bought a half-interest in five gas distribution
conpani es and one LPGtermnal in Korea the first part of
this year in partnership with SK which is a very |arge
hol di ng--1 think the fifth |argest conpany in Korea, and we
have had a great success with that venture.

We bought it when the market was |low. As you
recall, they were going through a devaluation. So we bought
it with the market |ow.

Based on nar ket val ues now, we have recouped our
entire investnment after only 6 nonths and are still making
noney on the LDCs, and we are very hopeful that market wl|l
deregul ate to a certain degree and they wll privatize.

Ri ght now, they've got a major gas conpany and a
maj or electric conmpany. |If they can privatize those two
resources over time--those two conpanies over tinme, we wll
be in a great position to take advantage of that and really
grow our business nore. So | think there is a chance we
will do nore in Korea, and it will be based on our overal

strategy that Jeff tal ked about, which is assets, contracted
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assets, the market-nmakers.

And I'd say right now, we are in the physical
assets part of that strategy in Korea.

MR. LAY: |Is Enron considering having a restaurant
club at the top of the new Enron Building simlar to the
Troy [inaudi ble] of the Exxon Buil di ng?

No. And for those of you who were at the
ground- breaking this norning, Cesar Pelli [ph] kind of
[del ete “kind of”] commented on that. But those top two
floors are very special floors, and higher ceilings and, of
course, great views of the whole city. But those will all
be turned into conference roons and ot her roons for mneetings
and enpl oyees for training and those kind of activities,
whi ch, again, is all part of enphasizing that we have really
a great environnment for our training and enpl oyee neetings.

| s Enron planning to upgrade the body shop and
sonmething |ike a 24-hour Fitness Wrld or Gold' s Gym
provi des when we finish the new buil ding, consider
out sourcing the body shop?

W--as a matter of fact, it is outsourced. |t has
been outsourced for quite sonme tine. Medifit [ph]. But we
are going to upgrade it, and we are beginning to do that

right now, and we are going to expand it. W' ve already
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approved a plan to do that, get it underway, and we are

| ooki ng to expand extended hours. And indeed, the day nay
come when that could be a 24-hour day, 7-day-a-week fitness
club. SO you can go there any tine you can go anywhere
else. W are |looking at all of that. W haven't nmade those
deci sions yet, but we are certainly trying to find ways to
make it even nore--nore attractive.

Any ot her burning questions fromthe floor? Here
you go.

QUESTION: It is just a question regarding
bonuses. Wth the new corporate structure, are enpl oyees
going to be rewarded on the performance of their business
unit, or are they going to be awarded on the perfornmance of
Enron as a whol e?

[ Laught er. ]

MR, SUTTON:. Hopefully, there is a correlation
bet ween the business unit and Enron as a whole, but | think
the answer to that is bonuses are based on your perfornmance.

As ot her conpensation--and Ken may want to correct
nme, but as ot her conpensation, you get paid a salary, and
that is based on what you--what you' d expect to get yearly.

A bonus is based on your performance. |If your

performance is tied to your business unit earnings, then you
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shoul d expect a good bonus. If your performance is based on
Enron earni ngs, you shoul d expect a good bonus if they do
wel | .

And | think the answer is the bonus is decided by
your business unit, based on your performance in that
busi ness unit, and that's how you are rewarded. | n®ean,
there is no--there is no magic to it. It's an at-risk
amount, basically, based on how well you do, and it's--1
think that in terns of |ong-term conpensation sonetines,
that's related nore to Enron's growh as a conpany because,
i f you have |long-term conpensation |ike stock options or
stock, then those vest and those reward based on Enron's
| ong-term earnings as a conpany. But your individua
performance is usually business unit-rel ated.

MR. LAY: | think we are going to need to wap it
up now. We are already about 5 mnutes past what | said is
our deadl i ne.

But | amgoing to take about three quick questions
here. WII Enron enpl oyees receive a discount on Astros
Enron field tickets? | think that's a good questi on.

We had the opportunity to get tickets through
Enron, et cetera, et cetera. Another note | heard on TV,

that nostly Hi spanic contractors are constructing Enron
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Field, and nost of [inaudible], et cetera, will be run by
H spanics. Do we have any part in nmaking decisions to use
m nority-based conpani es?

| think it's a great idea. As a matter of fact,
we were very instrunmental in setting it up on the front end
with the Astros and with the Sports Authority to do
everything we could to maximze participation by mnority
contractors, and with a target of 30 percent participation.

Let me say the Sports Authority has even broken up
a big contract in smaller pieces to nake that possible.

Fromwhat | know, it's been pretty broadly based.
| nmean, Hi spanic, African Anmericans, sone Asians and so
forth.

And | et me say, [inaudible] Jefferson, the head of
the NAACP in town, has been the one kind of overseeing at
| east the African-Anmerican portion of it and he's very
pleased wwth it. So | think, again, it's a situation where
we have denonstrated that we can not only get a good
facility at a mninmmcost, but get nore active
participation by a mnority conmunity.

And let me say, we will also be trying to do about
the sane thing on our new buil ding.

VWhat is the long-termand short-termfuture for
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Zurichs? What is the predicted stock price for Zurichs
[Azurix] for this year? You get us in the forecasting node
her e.

We have been fairly candid--not fairly. W' ve
been very candid fromday one that the water business my
not be a long-termcore business for us. W thought, and we
still think and I think we are denonstrating, that we could
apply a lot of our skills and talents to that busi ness and
create significant sharehol der value for our sharehol ders,
whet her we stay in it or not long term

And let me say, they are off to a great start, not
just the stock price, but everything else is off to a great
start. And it is an enornous business and enor nous
potenti al .

That will be a significant sharehol der, | think,
for quite a while, but, again, we have already gone public
with it, as Joe said earlier, and a good public offering.
The stock price is up. | have no idea what to tell you on
the stock price for year end. | think it could go higher
because | think people are starting to understand the
potential here, and, again, they've got sone pretty exciting
technol ogy things they' re tal ki ng about, too, which could

real ly change the nature of that conpany. And it m ght
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change the nature of our involvenent in that conpany.

Finally, now that the second building is underway,
when are we going to start on the third buil ding?

[ Laught er. ]

MR. LAY: | like those kind of questions. WII it
be in Houston?

Well, | nmean, | think we have pretty well
established that this is our headquarters, and this is--for
t hose who heard himthis norning, as the nmayor pointed out,
| nean, this is the electricity, natural gas, energy capital
of the world. | nean, | guess on a BTU basis, the comment
was made--maybe this [inaudible], but only in the Hague are
there nore BTU s of energy traded daily or marketed daily
than there is in Houston, Texas, and we are grow ng a hel
of alot faster than they are. So this is the right place
for our businesses, including, we think, a good chunk of
t hi s comuni cati ons busi ness.

A third building? Let's get the second one built
first.

Again, | thank all of you. The performance that
we have obtained and the future that we have--[audi o break].

[ End of audi ot ape recording. ]
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